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ABSTRACT
This guide is designed to assist independent auditors

in conducting audits of the operations of the Summer Food Service for
Children. The summer programi.provides nutritional help to children
who' would otherwise be deprived of focd assistance received at othef
times of the year under the National School Lunch and Breakfast\

'

Programs. During the summer months, public and priv'ate nonprofi
sponsors organize and operate food assistance sites. These siteS are
established to benefit areas in which at Itsait One-third cf the
children are,eligible'for free or reduced-price school meals under
the state's family-size income standard's. Federal regulations re uire,
that each spbnsor whose total claim exceeds $50,000 secure an audit 00

by aeindppendent certified public accountant cr state of local
governaent auditor. This guide is not intended 'to be a substitute
the program regulations and handbooks listed but is presented' to
assist in4evaluating the sponsor's claim for reimbursement. .
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PREFACE

The audit dehas been, revised, to incorpoiate changes in the
Summer Too Service ProgramCHegulationi.and audit standards and
procedures prescribed by the Office of Audit, USDA. This revised
gulde'was reimred with participation of representati.ves,of the

,Food and Nu and the Office of Audit.

The 'St te agency and the.Food and Nutrition Service will use the
audit ,.required -under this program as a basis for reimbursement
to s onsors_of program costs. .14e are, therefore, relying on the
pro essional integrity and competence of'the'auditor to attest to
th propriety of the amount of reimbursement due A sponsor.

trers Of this guide should be aware of the' requirements herein and
ust exercise care to adhere to such-requirements4 Reimbursements
to sponsors may be delayed or withheld if the audits made under
the program do not meet the requirements of this'guide.

Comments and suggestions for improvement of this guide 're-
.encouraged,

NOTE: All reference to Office of Audit (OA) in this guide are now
the audit functions of the Office of the Inspector General (OIG).
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,
GUIDE FOR AUDITING SPONSORS OE THE'

SUMMER F'OOD SERVAGE PROGRAM FOR CHILDREN

O

' 1. PURPOSE. This guide is designed to assist independent
auditois In conducting audits of the operations of the Summer Food
Service for-Children. Federal:real:a-at-inns requirT that each sponSor,

.whose toe41 claim'e eds-S-50,000 secure an audit by an independent
certifie4u 1 accountant or State or local government auditor.
Audifors di the It administering agency std local government
audito'r's must be independent of the sponsor -der to make audits
of this program.

?

p,
Wis,Auide is not intended. to be a 'substitute for the program regu-
lations and handbooks:listed in section 5, but is presented to assist
irievAluating the sponSor's claim for reimbursement. Since no single
audit program can meet all needs, specific audit procedures cannot
be prescribed to cover, every situation which may occur. The,refore,-\
in order to meet the Audit objective established in this'guide, the'auditor may judge itlecessary to take audit steps beyond those pre-
scribed to provide suffiCiett evidence> so that the required reportsmay be' issued.

'2. APPLICABILITY. This guide appliesoctoTh certified public.
accountants and State and local, government aaditors Conducting
audits' of sponsors of,the Summer Food Service Program for Children.
Audttors sbeuld be aware that,'under.Federal regilLotions, State
agencies are responsible for.propiding'audit guidelines to sponsors.. Auditors should determine whether or not the,ttate agency has issued

early supplemental audit infomation or requirements to sponscirs. The
audit gbidance devilloped by 5tate'agencies shale as a minimum, contain

t eRe 'audit procedures-set forth in guide.

aBACKGROUND. The' Summer Program provides nutritional help
to children who would otherwise be deprived of food assistance such
as theyget at other times of the year under the National School Lunch (
And Breakfast Programs. . ,

During the summer- months,. publid and priVate non-profit sponsors
organize and opet4te food assistance sites. These sites are estab-
4,,ished to benefit areas in which at least one-third of the children
are- eligible for free or seduced-price school meals under the State's
family-size-income standards. %

,

Sponsors may be'city government-agencies, count:), and municipal school
sygtets, recreation groups, residential- summer camps, day carps,
.chur'ch'es, and social service Organizationd. Campt-will be reimUgrsed
for only those .meals served to children who are eligible fo'f.Tee r
reduced -price school' meals.- "Camps" are defined to include .resid tial
camps ,andrictrireilaTential enrolled prograts which serve four"meals
-10.erdaY. Im participatAng camps, the'meal service may be operating
concurrently with the Special ;Milk Programs and also may be'eligible
for,food distribution.

A
°

Amdtt 'Guide $270.6 ,

,
.T 1 I

Ok

April 1978",



Although geared primarily.to,the summer 'school vacation period, meal

services may also be provided under this prograat °their times of

the year in communities where schools operate on a continuous school

Calendar basis (October through April).
%

Expirience With this program has demonstrated that meal service in

outdoor and temporary situations creates special problems. Therefore,

considerable, management capability is necessary to plan, organize,

direct, and control a large.scale summer food service operation.

4? PROGRAM RESPONSIBILITIES. The Foodandutritiori'Service,

U. S. Department of Agriculture, through its seven regional offices,

administers the SuMmer Food Service Program for Children at-the Fed

eral level. -Within most states, the program is administered by State

educational agencies. However, in some states the program is admin

istered directly by the Food and Nutrition Servict'syegional office

or by another State agency.

41
The sponsors are responsible for site operations. -When a food service

management company is contracted with to prepare and deliver meals

for the sponsor, then the sponsor is responsible for ensuring that

the company meets program requirements under Part 225 of the Federal

Regulations,. (Mara 1978)

Attachment 1 summarizesthe responsdttilities. for operating th0Pco_

ram.

' 5. REGULATIONS, PUBLICATIONS AND PROGRAM GUIDANCE. The fol

.lowing regulations publications and instructions provide guidelines'

for operation of the program:

Summer Food Program Regulations (7 CFR 225), March, 1978.

Food and Nutrition 3ervic Publications:

'Spornsor Handbook, Program Aid No. 1143

Site Supervisor duide, Program Aid No. 1134

Monitoring Handbook

Ad inisteing Agency HAdCok

'

..

t ndard Sponsor ContractFood,Service Management Company

Finandial Management Sponsorsifof Simmer Programs

,(FNS Instruction 796 -4) 4

FNS Haring Procedure Instruction

Audit Guide 8270.6# 2
April 197-8
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AUDIT OBJECTIVES. The Objectives of the audit are:

a. To determine'if the financial operationt,of the sponsor
are properly conducted.

h. To determine whether costs claimed for Federal reim
bursement under the program are reasonable. allowable, and
allocable to the program; anchto adjust the claim for all
Costs not supported or allocable to the program.. ,

c, To p$ pare a report including an opinion as to whether
the statehent of claim for reimbursement presents fairly
the reimbursement claimed for the Summer Feeding Program
in conformity with prescribed accounting procedures and'pro
gram guidelines.,

d. To review, the sponsor's operationasystem'and report
on "noncomprianoe with thtSummer Feeding Program regulations
Aid guidelines.

The iudit'report will accompany the finarclaim.for:seimbursement w en
submitted 6y thesponsor to the State ageAcy:

7. STANDARDS AND GUIDELINES FOR CONDUCTING AUDITS. The audit
' will be conducted according to the financial and compliance element

of the "Standards for Audit of Governmental Organizations, Programs,
Activities and Functions" issued by the Comptroller General/of the
United States. The. economy and efficiency, and the program reiults,
elements of the Stalidards are'not required by this guide.

, 7.1 Audit Standards. The work of professional accountants and
auditors is.governe6 by auditing standards and principles which con
trol the procedures utilized; and the nature and extent of.the evidence-

obtained during the audit. Audit standards are broad objeCtives and
impartial rules eirablishedto set minimum requirements which must
be met in any situation. They are also used to evaluate lle-qOality
of audit performance.

4Attachment'2 is an extract from the audit standards' established by
the Comptroller General for application to audits of all government
programs, including the Summer Food Service Program.

7.2
.

ualityAssesmen Program. , The Office of Addip has imples

mentea pro dures for evaluating a dits made of USDA prorrams. Audits
made by ill pendent public accountants ,oe-the Summer Feeding Program
are subject to a quality review to be made by

I

the Office of Audit or
an independent public accounting firm. State/legislative auditorsj../
may alse make quelj.ty reviews on behalf of. USDA. whenever these
reviews disclose significant inadequacies in the quality of audit wOrk,

/ ,. ,. .

/
,
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VA.

the independent public accodntant will be contacted, for corrective

action. In those instances where inadequacies are not corrected, the f

matter will be submitted. to the AICPA Professional Ethics, Committee

or the appropriate State regulatory agency.

, .

Audits made by Late anti local audit organizitions are subject to

quality reviews bye the Office of Audit, USDA.

7.3 ' Independence and Objectivity. To qua,lify to audit the ,Sum.

mer Food Service PrOgram for Children,' an auditor must be: (1) a .

se , Certified Public Accountant, or an audit firm whose princiPal,Jofficers'

are Certified 'Publie Accountants; or .(2) a public accountant licensed

on or before December 31; 1970, currently certified dr licensed by

a regulatory authority. of the State or other politicalsubdivision

of the United States; (3) State Auditor General, State Comptroller's

Office, or a comparable State audit organization; or (4) local govern'

ment audit organization.
.

The auditor must ,be totally independent with respect to the sponsor.
No auditor will be'recognized as independent by the U. S. Department

of Agriculture whO has or has had any financial business, involvement.

with the sponsor or its officials, or who has r has had any other j

relationship with them which might impair or appear to impair the _\..f

auditor's independence. Since an'independent mental attitude is a
prerequisite to-anobjective audit, it is vital that the auditor

determine that he or she is, in fact., 'independent before accepting

the audit engagement.

7.4 Scope and Period of Audit:; The audit will cover all of the

sponsorls.operations related to this program, including those oper
ations.immediately befdre and after the dates of the actual food ser

vice. The Scope of*the audit and the resultingrepo'rt must meet, the

minimum requirements of this audit guide,,

1

Reimbursement to the sponsor may be 'delayed or withheld if the audit'

doeS not conform to the requirements.of the guide.

AttaChment 4 is an,example"of a letter which describes the scope and

conditions of the audit engagement.

4

7.5 Preparation for Audit. In view of the short length of time

during which the summer program operates, itis incumbent upon the

auditor to becOille thoroughly familiar with the nature of the ptogram

and it ,.rules and requirements before summer. Since program funds

ate spent in a short period of time, such prior knowledge is necessary

if the auditor is to "present effective and timely reports.

7.6 Conferences with Client Officials.
L.

a. Initial Conference. To help Plan for the summer, the

auditor must hold an initial conference with, the sponsor's

Audit Guide 8270.6 4 April'1978
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6

officials at an 'early datelbefore feeding begins. This \
meeting should'akso'ierve to secure part of. fhe information
for the required management letter deicribed.N,_91.

.

b.`-.Sxi Conference. Before completing the 'audit, the
auditor should hold an exit conference with the responsible
officials of, the client: The report-rarid in particular
the findings regardinq, pi-ogyam compliance--should be dis-
cussed and the sponsor's epgments'secured for inclusion
the report.

8. REPORTING REQUIREMENTS:, The auditor will issue a management
letter '0.0. and a final audit report (8.1). Additional memoranda

' regarding audit Observations maybe issued to the sponspr when nef-
esiary during the 'summer.

8.1 . Audit Report: The auditor wilrprepare-a report (see Attach-
ment-3) which will include As a minimum the following:, ,

Accountant's Opinion on the'Audited Statement of Claim for
Reimbursement.

Audited Statement of Claim for Reimbuisement - Exhibit A

Schedule of Meals Served and COst of Meal Servixe.-, Exhibit
B or C

Statement of Budgeted Administrative Expenses and Actual
Expenses - Exhibit D

Statement of Maximum AllOwahle Administrative Costs -
Exhibit D-1

-

-

'Schedule of Disallowance-Notices.- Exhibit E'
. .

.

. -- -

4 Summary of Compliance with Federal Regulations and Wde- -

lines -,Exhibit F

4., r:----
The report- shall contain an, opinion that the eudqed Statement of Claim
for ReimburseMent is a fair presentation of the amountOf reimbursement
that the sponsor is entitled to.under t e program. (See AICPA Codifi -'
cation,of StateMents on Auditing StAnda as, Section 411.) The auditor
must make the appropriate-adjustment i °the report for any cosenot
supported'or documented. . For example,/if site reports were not main -

z%-

-for
/or two days, ,the auditor must (1) disallow the ado4nt claimed

for those two days and moge appropriaee.adjustments,to theClath; and
:(2) clearly explaiii the teasOni fo;.adjusrment iT the audit report.

If the anditoi cannot render an opinion, the reisons should be stated
and elprly explained inithe report.

.s..

t .
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The auditor should present narrative cdmments and recoMmeridations on;

non-comPliance with program xegulatjons, along with the sponsor's

comments, as a pert- of Exhibit F to the audit report.

NOTE: A sp sor May be fitted up tO10,000 and sentenced up to'five

years, in pr son-under.18 1.18C 287 for submitting a -false claim under

the program.

9. ' ,EVALUAT;ON OF INTERNAL AND MANAGEMENT CONTROLS.

Management Letter. The auditor should advise the sponsor

on whether or not the sponsor's ipternal Controld and Operatidg s'ysteMS

meet program regulatory
requirements.,,This information shall be con-

veyed in a management'letterto'the sponsor witItin the first two weeks

of program operations. Attachment 5 is an example of an acceptable_

management 'letter. To prepare for this letter, a study and evaluation

of the accounting system sand internal controls will.be made accordime

to generally accepted aud.iting standards. The study should determine

whether: -

a. The sponsor is able to segregate and accumulate those

costs, related to'the'Program for which he' or she is autho-

rized to receive reimbursement;'and whether the sponsor has
1

adequate source documents to support such .costs.

b. The sponsor has a system fox obtaining and ma,intaining

a weekly report from each food service .site. This report

should document the total number at children attending, the

number of meals received or prepared, and the number of meals

served to children daily. Failure-to maintain a system of *

sitereports copstitutes a weakness in' the sponsor's internal'

A control which could subsequently result in the* digallowance

of the-sponsor's Claimfor Reimburgement.

c. Tha Tponsor has procedures for reviewing and adjusting

daily the-numb
St

,

er,of meals delivered to its-food service sites

to avoid receiving excess meals .

,

k

d. The sponsor ha,,sokamthod to prepare monthly accounting

"psummaries for each.food service site. Its records should

-,be able to document the number'of,meals received 'and served

by type (e.g:,'breakfast, 4unch,4supper,1 supplement),

Invoices for unitized meals from food. SerVice management.

companies sho4ld be broken down for each site to which'delivL

eries will be made. The summaries should be recapitUlated

into an overall summary of meals served at allsites.3y

-'
A 7 ,

i
.

e.'.
Thesponsor maintains a file of authorized signatures

to authenticatdosite-reports, or some other means to estab-

lish
,..

tbe validity of the reports.
, -

. t

Audit Guide 8270:6
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..
.'1. The spd4or has used competitive bid procedures and has.

formalli advertised in a news media of wide general 4st..i,? 1 butiOn forbidstcm all contracts for goods and services dver -

$10,000 in aggregtte, as outlined in..? CFR Part 225.. .
,r 6

\
)g. The sponsor has-signed these contracts under the guide:-

- lines of 7 CFR Part 225 and has a'system of contract admini
stration. ,

.. N
.,.

.

?'h. Any food service management-company'cont tad by ,`the
, . .

client sfas induced by collusion to give up an pare of
p,ayment entitledby the contract.. The auditor should review
available evidence for examples of improper sharing 4.0prO-4.
ceeds of vendor contracts': -Examples could include interest' '..,

freeloans, allowance'for'cost of operations, volume or other,
(- -- i

. discounts, and "kickback" paymehts, . ..-..".

.
,

.. .
.

. .

.9.2 .Inters Audit Work. It is anticipated that the nature of
,

_sumenerleeding'p °grams. will require, the auditor to peiform certain
steps'inthe audit prograiii on an ongoing basis during the program.
Auditing suMmer feeding program After feeding operationshayeen
conciu'ded' i4 noi'Matly:be ineffective aid 1.71.1Tnot fUlfill the re---.:
quirements ofthis audit'guide. a. N

.

0**

.,
4. 1 4 . . . 4

The auditor should .immediately inform the sponsof deficiencies
4

noted . '.

during inter ,m audit work so the sponsor Can initiate.corrective
measures: The auditor should make such.guggest'ons in a writt.en .

memorandum and place a cop' in the audit work pers. , , \-

The auditoi'witl.
that 'appropriate

Claims for Reimbur's e

Durinf interim work, t
following tests:

. .

mine'the iact of deficiencies -,acrd will assure
tMent's are peOrpOrated iga they Statement. of
ntiand are clearly explkned *in the audit report.

. ° ;C. = ...........
.

he auditor shOUrd at a minimum,; the.)-
-. .., .

*

) .
.

'a. Adjustments of treliverie
of the syStfM to adjust dail

1 4 .

'-

Review -,../evaluate operation
eliveries46f meals to..gi

as A result of changi4 -requirements. Failurg to aaPst
deliveries to-the'n4mber of children' participating at'ehe..
sites has been an 'inherent weakness ,with dp'ensors

Years.' this procedure 1e An'IMportanC element qk flexible,
management control. 2y1o. .

* o%
. .....\_ 1 a

. s

1); Spgnsbr's Monitoring 6f'tfte Operations.
. . ,. .

. . (1) Determihe that the sponsor tas7iAited all site eirwttlfin'
- the first 5 opArating.days apd reviewed all stleVat least.

a

%

, . .

,

,;
0

.

-, April 1,978 -
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'''.once during the first 4 weeks of program operations; there

after, the sponsor will maintain a reasonable level of site

monitoring.

(2) Determine 'that all of the sponsor's sites havebeert

approved in writing by, the administerfng agency and that

. new sites added during the program have also been approved.

<3), yerify the site supervisor's report'and accounting.

summary by crosschecking with the.monitor's site report

and accounting surimary,to ascertain whether ineligible meals'

are being included in the claim.

(4) Reviewtelephone logs andother memoranda of commupi

cations between the spodsor and the site Supervisor which

may indicate deliverite ofspoiled or incomplete meals.

If such deliveries occur, the fo6d,Costs should be deducted

from the food service manageMent company's invoices and the

sponsor's claims.

(5) Validate authenticity, of sample of site 'reports by

comparing signatures of site .supervisors to the file of

authorized signatures oeby.other adequate means.
.

c. Procurement Contracts. Review and evaluate the sponsor's

ongoing .compliande with prsscur ent provisiOns wider

,CFR 225.

Site Visits by Auditor. The a

ative sample of sites selected on a ran

sampling of sites may be used) to deter

regulations. Guidelines to site supery sors,for service of-meals aft

found in the Site Supervisor Handbook Guide, Program Aid No. 1134.

Failure to comply with:the guidelinee. shOUld be-reported to the client,

with'recommendatiops for'corrective,action. Failtireto comply with

the guidelines must-be noted in the auditors report and the amount
,tow-
in violation trust be`deducted in.the Audited Statement of Clair'? for

1/4

`Reimbursement. 0,

itor shall visit a represent

m basis.(or'i statistical,
ine compfia4e with program

r.

Pax AdDIT OF CLAIMS FOR REIMBURSEMENT. The review of,the

, sponsor's statement of claim is Oe'MOSt'zimportant element of the

-augt (g the SummetTboci Service Pr'Ogram for Children. .It is imper

ative that-the, auditor make apprOpriate adjustments to reflect any

*,,roststhat are not'reasOnable, allowable, or properly allocableto'

"the 'program.":',

Receipts,
.that are rec..iVed-by

but0isnot

.

. t , -

Program Funds. Any fuhds relating to the program

-the sponsor mustbe.reporeed. The sponsor Can

limited to,eOnds frOm the, following soitrces4,'

-April 1978
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4 1

U. S. Department of Agriculture
State Department of Education-
dult meal payments

D nations

Interest Earned on Startup and Advante Funds

. tt
a. Audit Objective. To deterMine that the sponsor has
procedures that provide effectiv&contrqls overJeash.
received.

b. Audit Procedures.

(1) Determine that all program funds received have been
reported on the sponsor's claim for reimbursement.

(2) Determine whether any income was earned on startup
and /or advance funds., If se, determine whether the interest
was reprted to the State agency and returned to USDA.

(3) Obtain or prepare a bank reconciliation one each of,the
sponsor's bank accounts pertaining to this program as of ..

. the program termination date.-
°

(4) Confirm cash balarices from depositories as of the'end
--)

of the program.

10.2 'Food Service to Children. Program payments are based upon
the lesser.of net program costs, or upon the maximum rate of reimbprse
ment times the number of meals served. Therefore, determining the -

,eccuracy of meals served and claimed is vital to the audit of 'the
claim.

a. Audit Objective. To determine, whether meals the sponsor
reported having been served to children were actually served.
The sponsor's report should be supported by stte reports,
signed by the site suRervisor, from all properly approved
and.operating food service sites.

b.' Audit Pro&dures.

4*
(1) Trace the, number of meals claimed on the Claim for

'Reimbursement report to the sponsor's summary of meals
served.

(2), Test the accuracy of the sponsor's summary of meals
served by randomly selecting. sites, determining whether:

, ca) The meala listed as'served to children in the spon'
sor's summary agree,with those meals listed on the

'site's meal service report.

A'
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(6)` The mIals listeeas receiged by the site are
documentled. by a signed delivery receipt from the 'food

caterer.

(c) The meals.received by,the.site agree with those

meals billed to''the sponsor by the,food-caterer.
eo

Jd) The site meal service re'tort is signed 857 the 4,

site supervisor.

(e) The site meal service report is complete with all

required data.

(f) The number of meals listed as served reasonably
%

corresponds to the number of children attending fo

a particular date (Ai.e., it would dleavly hat be reason-
able if 100 lunches were served with oilly 60 children

attending.)

10.3 Food Costs. This category 'includes all costs for meals

purchased or the cost of food actually used. This may also include

the post of, processing, diptributing, transporting, storing or handling

,food used in the program. .

a. Audit Objective, To determine that the,sponsor has

/ adequate supporting documentation Yo -food costs rep zted

by the-sponsor on the Claim'for Reimbursement.

b. Audit Procedures.

(1) T'±ace the cost of food reported on the Claim for Reim-

burseMent to, the sponsor's operating expense account Or
food purchases.

*(2) Verify that the opeting,and closing iraentories were

considered in reporting the cost of food actually used.

(3) Verify the'entries in:the spoWsor's operating expense

account for food'purchases by'referring to vendor invoices

.aid cancelled checks.

(4) petermitethat cost of food purchases are net of_re-

,Y turns, allowancesJor damaged food, ana.disdouneS..
t

.

,

'.(5J ..Determine that the-spons,pr,has deducted-the cost of

USDA-donated commodities from the food cost stated on, the

claim. This applie's to those spobsors who prepare meals

on-sireor use scRool food services.

A
Audit Guide 8270.6 .- 10 -
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1 Labor Costs. This category is limited to wages and fringe
be efits incurred by the sponsoring agency for personnel involved in
pr paring and serving food and in the on-site supervision of,the day-

.

to- ay food service operation.

a. Audit Objectives.

s <

(1) 'To } determine that the labor dosts, reported by t1e
sponsor are-adequately documented.

\

...,. (2) To .determine that the labor costs fall-withine.$the cate-
gories of preparation; service and supervision..

, -

.,b. Audit Procedures.

,
(1) Trace the amount of'labor costs reported on he Claim
for Reimbursement to the spohsor's books and records and
,then to subsidiary payroll, records.

(2) Determine that the labor-costs reported by the sponsor
are limited to wages and fringe benefits incurred in pre-
paring and serving food and aLso in the on-site supervision

,f of food'service. / °

(3) Peform the following* audit procedures for at least one
ppyrollacidle.

) Verify footings and crovfootings of payroll sheets
and summaries.

.

t , .

(b) _Vouch hours of employment paid for to time iecords. S.
. ,

,

0.

(c) Examiile time-records to determin that sucerecords
bear proper approval and signatures. 1

t;

(d) Verify deductions for payroll taxes, using..4ppro-
priate tax tables and employee's exemption certificate

41-4..
,..-,-, %

/
/ entries.

4

(f) List and determine the'cause of any unclaimed.

(e) -Lompare to, See if employee name and net pay on
.

cancelled payroll cWecks-match those on payroll sheet

r payroll checki. ' - , L

.

(4), Determiiie whether the: labor costs include salaries,that
are properly chargeable to*'adftlinistrative costs. (See
Section 10.7)

(5), Determine whether donated labor was chafted as a labbr,
cost.,

Audit 'Guide 870.0. 116
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-

Fac Iit %Casts: These are

th§ equired eo operate a

nci des, osts'inCurred for,rent
ties ands-Eaod,Service equipment

flit costs.

t.

a
-

the costs of 'services other than

summer faod sev.rice. This cate7

ing:faad sexvice preparation

, and also repair, maintenance

Audit Objedtivet. To ddtermine that ,the facility costs

claimed' by...tbe sponsor are adequately supported and that

such, costs benefit only this/program.
/

.b. Audit PrOcedures. , '

I A

1 4 !.
.(1) r DeterMine4at the rental of bpIldin'espacel and equip-

ment is suppartee'byexquted ease's:, ,invoices And cancelled

cliedics.- Oenial of..space-for'pOning Onty, in an area which

isnatpertoflargerlacilitylusedarfood preparation,
is not an eligible'coste). ; ( f,1

. '

&. .

4

(2) Determinertbaethe cquipmett r nted is on a ':rental"-,

basis rather than a lease purchase basis (purchased equipment

is not an.eligibli cost).

3) Determine that other-fsciiit costs are ,adequately

upported bj an invoice atAcals lled, check.

vendable Non-Food Su 1 'Casts This categoiy includes

icb are necessary in the food er,ice operation such as srasis,

latds and disposable utensils.

P )

a. Audit 0bjective. To deter ine that non-food supply costs

reported by the sponsor on the Claim fak Reimbursement are

adequately suppOrted.

9
i). Audit Procedures.'

(1)' Trace the cost of non-f d supplies reported on the

Claim for Reimbursement to t e sponsor!s oPerating expense.

aceoufit for non-food supply ost purchasesi .

.(2) Verify that the apening:and Closing inventories were
considered it reporting theHcost of`non-food supplies

actually used.

10.6

items
Paper

A

(3) Verify the _entries in he sponsor's operating expense'

-account for non:-food supply purchases by referring to vendor

invoices And cancelle4 chedlcs.

10.7 Administrative,CeptS. Allowable administrativ,e costs are ,

those costs incurred by a sponsor -for planning, organizing and managing

a food'seiVice Under the program. ,

I '
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li ' 'al i . 1
1 1

.,

The sponsor is required to submit an administrative bpdgettO
State agency. This budget is' used in determining"theiamonnt-o ,,

'istrative funds to be advanced by the State agent-y: 1 1 ' ; t i

.1'

. , .

. :

.a. Audit Objective.
, l' 1

e

'.' ,
i

1 ( 1) To determine that administrative,costs claiMed b e ,

sponsor were incurred solely For prlgram opeat- ons.afd re
eligible for reimbursement.,

. , , .

,(2) To determine whether such costs, fall within the htee
Categories of plAnnIng, organizing/end managing the ..ogram.

b. Audit Procedures. ..''' ,"
..

(1) Obtain or, kePare.e schedule of administrative sts
claimed by the sponsor, byc goryof expense..

14,

.:,,, (2) Test the'acCurtcy of a ministrative costs by ree ring
to payrolls, invoices and ancelled checks

;

. ICJ'
(3) Perform the followiing audit prOiedures for at t I.
one 1:ir,oll oy/dle: / V . s

,,

i

(a) Verify foot ngs and crossfootings'of payr sheets -
'and summaries.

sx

Vouch hours of employment pNA for to. timer cords:.

-(c) Examine time records to determine whetheron h'
records bear proper approval and signatures.

4 4,

(d) Verify deductions for payroll taxes, using a pl-o
priate tax tables and employee's exemption certificate
form. W -4'.

(e) Compare to see if employee name and net pay on .,

canoelled payroll checks match those on payroll sheet
entqes.

(f) List and determine the cause of any unclaimed
payroll-Che8ks:

\.....-, , I
. .

(g) Review payroll records pertaining to other govern
ment grant programs1to determinevif officers or em-.
ployees are receiving dotal compensation for services.
Obtain a certificate from a client official to include 't
in workpapers verifying whether officers and emplOyees,
actually 'worked\the time on the prograiii for which they
were paid. .. ..

;Audit Guide 8270.6
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3,

(,4) Determine that salaries claimed under administratlhe

costs do not include amounts properly chargeable to operating

,labor costs.

(5) Determine that claims for mileage costs are properly-
supported.by daily odimeter readings and alisting of

itineraries.

(6) Determine that the actual amounts paid for tr anspor-
,

tation are reimbursement only for transportation in the
performance of !!5y under the Summer Food Service Program

for Children.

(7) Ascertain whethir professional fees to be reimbursed

by the Federal, government 'are reasonably proportional to
fees ctiarged to other Clients.

(8) Determine whettier expenditures exjLt for .it,ems not

eligible for reimbursement as listed in "Financial Manage-

ment - Sponsors for' Summer Program".
1

(9)'Ascertain and report as a separate category of admini-
strative experise any ,49eenti've awards to ofbicers or

e

employees. .

(10) Prepare a schedule showing a comparison of budgeted
administrative expense and actual administrative expense.

Differences betty en budgeted-and actual must be footnoted °9' N

and explained 61,44he schedule. See Exhibit D.of Attachment

3.

Audit Guide 82-70.6
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Responsibilities

'

1
.

, -

'` RESPONSIBILITIES FOR
OPERATING THE PROGRAM.

ATTACHMENT 1
PAGE 1 OF 7

a
.

Fookand"Nutritfion Service
',

-The Food and Igiatrition!Servige (FNS) administers the programiat the
TFeSeral level. FNS responsibilities indltde:

* Developing and publishing prbgihra regulations which reflect
-the law and the intent of Congress.
t

.
6'

-*. Allocating Federal funds for the programs within the States.

*-Developing handbooks and o 'er program materials for FNS
regional-officeWState agencies, and local sp6nsors.

* Providing overall program assistance'to the FNS regional of-
fices 'and State agencies,

* Reporting program accomplishments to the public and Congress.

Office of Audit

USDA's' auditing agency, the Office of Mtdir\(0A), conducts compreher:
siire fiscal and management audits of summer program operations, All
participating sponsors' operations are subject to audit ova selected
basis. OA reviews:

* Fiscal and management proiedures to ensure compliance with
pitgram regulations.

* Site approval procedures, staffing pattern, and personnel

,

"-I'* Reimbursement claims to determine accuracy.

* Site records to, ensure accuracy.

* Meals to determine if they meet nutritional requireTents.

* Meal dis,trihution procedures to ensure that
are eligible for reimbursement.

all meals claimed-

,Food and Nutrition Service (FNS) Regional Offices -

. .
. .

.

Ehe FNS regional offices.provide- technicar and administrative assist
ance to Stateadministering agencieS to ensure that all program
requirements are met. N.41,onal offices' responsiblities include: 1.' r

,4, i . r

_ - . 0-,

20'



ATTACHME141 1 ^

PAGE '3, OF 7

* Dil'Seminating informaiion from the national office to the
. State cies.,, .

* Assisting lates in setting up food program's and training
' State peisonnel.

.

.

4,' Conductipg reviews and evaluations of programs.
.

State-Educational Agencies and FNS Regional Offices

, .
.

,

Within most States, the State adminiStering agencies ,are responsible
for the administration.of the program. In some States, the program
is administered direct liy. by the FNS regional office'. Wlie responsible
agency does -t-heing: /

.
. . , ,114414 ..."'r

* Notifies all prospeCtive sponsors of,,progam requirements,
including: . r!). , b

., .

, .

4
1.

.4 Contracrequirements t
'

.2. Meal requirements .,

3. Recordneping requirements
4. Audit requirements

, .., w 04 1'

* Establishes deadlines for mission, of app4i-cat,ions. _,,

.4'
k,

.

* Visits, before approval, all new sponsor appliCants and current
.

sponsors which will receive more than $50,900 in program
payments. ,

e'

* Visits all,new proposed non - school sites located in citiestr,
whose total public school enrollments exceeds 75;09O.,,

. .

* Revie
0
ws and approves,sponsor,applicationS and site information

..,

shest:, 12 ' t .
.4 9 ,

. ,
1. -Reviewing geographic areas from.which children will be

drawn to preVent overlap of areas being reached.

. . . ,00 ,

2. Assessing maximum number,ofsmeals to be served at each
If
site and the maximum number of sites that the sponsor can
effeCtively-adMinister. --

: -
, ct ..

- .: .

,O
. , ,

3. Ensuring that school facilities are being
use1

d to the Maxi-
mum extent feasible-arid-dot the appropriate health and
sanitation agencies have been'notified:

.

.

,. !.-. , ,-

-

41 Approving Si*te,aliplications for one meal per day,. unless
facilities ir,e,hdequate'and t meal services do,got
overlaii,,, , .

** --- ..

21
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e

* Executes program operating agreementi with sponsors. J
-

Provides consultive,'teChnical.and managerial.nersonnel to°.
administer and monitor

)

the program. e
,

o

ATTACHMENT !

PAGE S OF 7 .

Performs administrativereviews.ddring the first four Weeks
.

.

--. of operations of 75 percent of non-school sites and 25 percentA.
... (""of school sites, df all sponsors witich operate tenor more

,...sites flid which are located in cities whose-total.public'
N',,,

school enrollment exceeds 75,000.-This applies only -to those
State agencies which expect to iec4b

7

e more than $750,000 in
. ,

,State administrative'funds..(
. , , /*. .

* Ensures'that accurate estilles are on filedkto justify advanoe
payments and start-u0 funds.

* Documents the activity or food service to make siirek serves
an area in which poor economic,conditions exist.

;

* Performs administrative reviews: dUring the first foui weeks
of operatiOns. The reviews covdr all:sponsol-s and-15 percent
of the sites-of sponsors operating 10 or moresites,--thereby
helping sponsors to close deficient

,

- ,

* Conducts ongoing monitoring of he sponsdr operatidn at the
site leyiel to revtew'the adequacy'ofthe meal service, fodd
spedifications', etc., and uses this inforMition to adjust'tfie
final claim for reimbursement..In order to accomplish this,
the State agency will u .,e statistical sampling erever prac-
tical-or as required by FNS. The results- of the sample will
be used to ensure the overall performance of the sponsor and
thevalidity of the final claim.

0-

* Prepares\and subMits monthly(reporp tp 'USDA.-

* Develops a standard contract for use'by sponsors'and food ser-
vice management compinies.

The Sponsor

> , ,

Sponsors must assume total :financial and administrative responsibility
for, program operations at all sites where the food service program:
is conducted. Specifically, the:sponsoromust-C

* ,
'Astablish accounting' practices underwhich it Can'report
matiop required by program regulations.'

IF Provide 7;ran audit of program' operations if reimbhrsement'
4

under the program is to exceed $ 50,000. The fiudit mast be
made,acco5ding to the'provisions of'this guide and the report

_
1

r.'

2, T,

I, or
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must clearly disclose any,cost claimed that is not allowable

or allocable to the prograd and cast that, cannot be supported.

Failure to .provide an audit teport that meets the requixements

2:! the audit guide may result in the delay or withholding of

reimbursement.

* Take-immediate corrective, action on all audit recommeadations .

for improving the financial and operational systemS and the

system of'internal control.

*, Submit to the State agency or FNS regional 'Office a sponsor

applicaellon, a site formation sheet for each site, and certi-

. fication of.ngn-prof status if the sponsor is a private

institution. The sponsor must also submit written assurance

that it will serve all meals free and-make-no discrimination

against any child because of race, color, or national origin.

A statement to this effect must be made available to the local

news media. -

* 4.repare and submit a' management plan if the sponsor operates

10 or more, food service sites..

* Provide a regularly scheduled organized activity or foo ser-

vice for the children attending each site.

* Agree to 'maintain children on site during the fgd service.

-" * Certtfy that all food service site's have been visited and have

trained personnel and the facilities:to serve meals,to

the number of children- anticipated. ..., ,
.

,

*. Agreeto hold training sessions on program-duties-and responsi-

'''bilities for the staffand site personnel. e "

, %-,- .

6 .. . , . \ . '*

* Use competitive bid procedures and standard contracts in
;,,

contracting with'a food caterer when the contract will involve

$10,000 or more' and school food servicj facilities are. not

being. =used.

,

-

* Enter into a contract faith a food management company'or,a
.

7\1
.

. .

wiitten.agreement witha school food authority when either' i

is u4etras, a_caterer. This will ensure that they meet all

program requiremeneg.,'
, 1, ,,

4,..

* Prov4d eleadequate supervisory personne l for overallanagement

and,monitoring of 'the program atE-Ording'to programlftgula

.tionS.4, includingvigits to all sites during the first week

r4 of operation. 4 .

-
, t ,

,-
e

s

* Ensure that all 'meals served meet' Ilithimum me* requireepts,

intAlding me41 quality "standards and'fabd steafications pro-

vided by-the.State agency. .,..

. e k

e .

.
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* Arrange for delivery and holding of meals'in accordance with
standirds,presCribed by the local health -authorities :until
melds are served -.: If there are excess meals, the sponsor
should arrange fot*proper storage 'until they are served.

* Establish procedureS for making daily adjustments in the number'
of meals delivered to sites.

* Maintain accountability for all startup funds (if available}
and advance-funds. NJ

?Y Develop 7 system for 'regular submission of daily site records:
,

Maintaib-CompleCe and accurate records on the food service.
A

* -File I.:reimbursement voueher each month that is based on
supporting documentatibri.

. L'
.

..-..-
.. .-

, '-*- Operate the food service program according to the provisions
of these regulations and any other instructions and handbooks.

(

fSsyed by the Food and Nutrition Service or by your State Li
,

..agency . $ -0 -----------
-,,,

. ,, ,....,4" .

* Prepare an administrative budg4. which can be reviewed by the ,..
,, State agebcyduring the applicqibni prpcess; startup funds

, are based on this budget. ,

s.

a

iS te 'Personnel ,,.

0 -
,

Site,personnel are resPonSible to the sponsor for air aspects Of the
;,food service operation to ensure compliance with program requirements.
These personnel must: ' : ',

. . .

. .
. --

* Attend training sessions which describe prbgram objectives
and requirements.

v

* Arrange for food. Service during bad weather.

-* Count meals deliv4Ted before signing deliveIt,ry invoices.
,

.. .

* Count meals servedtto eligible children and ensure that any
meals served to adults are recorded proper1

.
.

* Adhere to 1pcal 'health and"sanitation regulAtions.
.'

.
, ,-- ., ,

If* OrganIize a supervised sytem for serving meals-to participating.

children.

ir Make sure that:

A

24
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6 1: A Three hours elapse betweenjoireakfast-sna lunch'nd four."
. hours between lunch and'supper'if no supplement -is served.

2. Three hdurs elippe bet ween the service of,each supplement
and breakfastLjunch, or supper.

-ATTACHMENT 1
PAGE 6 OF 7

r

°

3: The duratio n of the meal service shall. be iimited to*o
hours.foi ldnch or. supper ankone Abut for all other meals..

,

4. , AIL meals sre eaten\are

The Food Service Management Company
-

. .

"Food service management companies-are-respon sible forunderstanding
prokram'regulations. TO fully understand the regulation s, a comnany
may have to contact the appropriate State agency or FNS regional

/' ' bff4ce. To be'able to participate in thesprbgram, food service manage-
ment companies must be registered by the-State. Food `s v ce manage-

dment companies must enter into a written contract wi e

Any sponsor contracting witb,a food service managemen company far '

$10,000 or more must use a competitive bid proceddre in the selection

of any sual company. Any public. sponsor:Must follow applicable State
or local lawsgoverugtg bid procedures:- In addition to any applicable
State or loci]. laws,,any,public or private sponsbr must adhere to re-
quirements Sit forth It Section 225.1 of the Summer.Food Service
Prpgraniregulations:

1. The invitation to 1741 shall tot specify a minimum pricel

.
2. The invitation to bid shall contain acyble menu upon which

.the bids shall be based/

shall ,not specify special meal reqtIire-
r religious nee Unlesp it can be
specisi reqh2rem es are reqdre4 by

3.
.

The invitation to bid
ments to meet ethnic
demonstrated that*suc,
thechildren.

.

10
4. The invitation to.bid shalt not.pratiiiii For loans to be made,

to sponsors by food service manageMenrcompanies.

5. Non-food items shall be' excluded from the invitation°to bid, I.

exceptwhere such item's aEs,esiential to the conduct bf the
food service.

-6. A,copy -of.the health certification Shall be submitted by
the f16-1W4ervic meinagemente company with each bid.

, .

,Tlie sponsor shall make. available tp the'State, agency, ,or
FNSRO where applicable, the reason for selecting the food
service management company.

t 1.
A
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, ..
The-written contract between.the sponeor and the food service manag0....

,

meet company Miist-''spedify that: 1
-

.
,

.

. . ,

_
1. The sponsor, shall provide the food itervice monagement company .

w withia list Lf-'approved food service slteiiind shalt update
,0 the list as needed.,N:\;* - -

2.1 The "food service management company shall 'maintain records
se6(sUpporied by. invoices, receiOtr-or.otherievidence) that 'the
a
sponsor will need to me-et its responsibilities under th.pio..
gram,-and shal report Aireon to the Sponsor promptly at
thet- e nd month; at,a minimulz. ,

.

...

..

,IL AN
10. The food aermice managment ilitp ny s /1 have -State or rocal-

11,

ttalth certification fa, tlite4acility lnhich 'it is'preiaring"
meals forlippe in the Ofpgram,',and-it.shall'ensure that ail
health .and.sanistation requireMents are met if all

,

s

4. :The books,andrecords of 'cm food serige management company
pertaining to the, sponsor's food,servite operation shall be
available fora,period of 3 yea'es-frc-IM the date of submission/-

v of-fha,Einal claim for Reimiluriement.,' hese'dospments will
be open tor.rnspect.ion and fEdifiv rep ntas06S.-....Of (1).

the 'State agency; *40 the U.S. Departmen o Agriculture,.
4,41'0) the United Srafes GeneralAdcOuntittN0ffice, at dny-

. reasonable qtme and place.
a. I A

,5: Unitized Meals shall-13e delivered accordina
7

to detimer$,..

schedules prescribed in the contract.

I,pereases an decreases in the numbed' of meal, orders
Madc by the sponaoras.fieeded within a period of pr
"mutually agreed upon. *4 14 v .

0

maycpe
r notice

p4Mentshall be 'Made for meals-thd do ilot meet , nutri
tional requfremepts, are spoiled or un plesome at time of
deliVery, or do not otherwise meet the requirements of the
-03wdbt.. "

8. All meals shall :beet the reqdireritents of Section 225.10, of\i
program, regulations. ,

.

9. 4tmedtes-forinon=per.ormance shall be-stipulated iw.each
: contract: qv,

.
.

,

. r>, . ,
. ,.

e agency/r=orlIwhkeapplidahle,the FNS regional office, :lay
e'W and approVe any eohrrac4 between a sponsor and Cdtpzer.

..4... t

...

'OR .."
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SUMMARY OF GAO STANDARbS
FOR AUDIT OF GOVERNMENTAL

ORGANIZATIONS,PROGRAMS, AcTivink-, AND FUNCTIONS
t .

ATTACHMENT 2
.PAGE 1 OF .3

Gener,a1 Standaras
:

.

' (1) The full. scope of,tn audit of a governmental program, function,
activity, or otgantzAtion should encompass:

A

' (a) An examination of financial transactions, accounts, and
Oports;'including an evaluation of compliance with
Applicable laws and regulations.

(0) Y6'recilet6 Of ekiiC4pcy.and economy in the use of resources.
f.

(c) AtrAview to determine whether desired tesulta are effectively
: achieved. : .

.

-,

,
..

n' determpink the scop\e for a paTticulfe
.

audit, responsfh,le
i

offi-.
,

to " theshou0give Consideration to the needs of the potential users
of thee-S-Ati of that audit:7 '

.

e *
.

.A(z) The auditors.atsilned to.perLorm the audit must collectively
. ,,. -possess adequatpef ofessiona 1 ptof iciency for the tasks required.

.......

'(3):'' In all'mattersrtting to -the audiywort, the audit, organization
= ' and'the individual auditors shall maintain'an independent attitude.

. .

(4) Due profe siopal'cae is to e used in conducting the audit and
ted reports.

;
N.

, ('-- ..
..

in preparin'

-

Examination and Evaluation-Standards

,=, 1 ,

(/). W4ppV,k is.to.-6e,aclequ'ately planned.
.

1 ,

(2), asigitalits are ,to be p,rOperlT superviseds.
o

made of compliance with legil and xeguatory

tZ-be made of tht syitem of internal control to
it can be.reliedupon to insure accurate infor-
coMptiepce with a.ts and regulations, and to

ient and effective operations.

A review is to be

An evituation'is
assess the extent
mati01,,to*sure
provdde for e:Sfie

I

(5) 'Suffirciert,'competent, and relevant evidence is tip be obtained to
t afford a reasonable basis for the auditor's opinions, judgments,

conclusions, and recommbndations. 8

2 7"
4

03, 44
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Reporting Standards iM

ATTAQHT4ENT 2

PAGE -OF 3

(1) Written audit reports are to be submitted to the appropriate offi-
cials of the organizations requiring or arranging for the audits.
Copies of the reports should be sent to other officials who may

.-r -be responsible for taking action on audit findings and recommen-
dations and to others responsible or authorized to receive such
reports.

.(2)
Reports are to be issued on or befOre the dates specified by law;

. ... '--"
regulation, or other arrangement and, in any event, as promptly

P'

as poSsible sa as to make the information available for timely uke
. by management and by legislative officials.

(3) Each report

Be as concise as possible but, at the same-time, cldhr and.
complete enough to be understood by the'.users.

.(b) Present factual matter accurately, completely', and fairly.

(c) Present findings and conclusions objectively and, in language
as clar and elmple as the subject matter permits.

(d) Include only factual information, findings, and conclusions
that are adequately supported by enough evidence in the audi-
tor's working papers to demonstrate or prove, when called
upon, the basis for the matters reported and their correctness
andreasonableness. Detailed supporting information should
be included in the report to the extent necessary to make a
convincing presentation.

.

(e) Include, when possible-,-the auditor's recommendations for
actions to effect improvements in problem areas noted'in the
audit and to otherwise make improvements in operations. Infor-
mation on underlying causds of problems reported should. be .

included to assist in implementing or devising corrective

actions.

( f ) Place primary emphasis on improvement rather than on'criticism
of the past; critical comments should be presented in balanced
perspective, recognizing any unusual difficulties or circum-
stances faced by the operating officials conderned.

(g) Identify-and explain issues and questions needing ,fur#her,
study and consideration by the auditor or others.

28



ATTACHMENT 2..
.PAGE 3 OF 3

(h) Include recognition of noteworthy accomplishments, particu-
larly when management improvements in one program 4.activity
mar be applicable elsewhere.

(i) Include recognition of the views of responsible officials of '.
' the organization, program, function, or activity audited on

the auditor's findings, conclusions, and recommendations,.
Except where the possibility. of fraudaor other' compelling
reason may require different treatment, theAuditor's tenta-
tive findings and conclusions should be reviewed with s,uch
officials. When possible, without undue'delay, their views
should be oblained Oriting and objectively colsidered and
presented in preparing the final report. e 6

(.9\ Clearly explain the scope and objectives of the audit.

(k) State whether any significant pertinent information has 'been
omitted becaUse it is deemed privileged or confidential. The
nature of such information should 'be de crihed, and the law
or other basis under which it is with Id should be stated.

(4) Each and port containing finane01 reports'shali: .

(a) Contain an expression of the auditor's.opinion as to whether
the information in'the'financial.teports is, pipsented fairly
In accordance with-generally accepted accounting,principles
(or with' other specified accounting principles applicable to
the organization, program, function, or activity au4itedX,

,applied 'on a basis'consiqtent with that of the preceding
reporting period. If the auditor,,cannot express an opinion,
the reasons therefore should-be stated in the audit report.

(b) Contain appropriate tplementery explariatorY'inforMation,
about the contents of the financial. reports as may be'neces-.
sary for full and informative disclosure about the financial
operations of the organization, program, function, or activity

Viekations bf legal or other regulatory requirements,
including instances ofnon-compliance, and materiab.changes
in accounting policies and procedures, along with their effect
on the financial reports, shall be explained, in the audit
report.,. . t.s

29
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ATTACHMENT 3
PAGE 1 QF,2

(Accountant's Letterhead)

Anytown Summer Food Program
100 Main Street
Anytown, U. S. A.

Dear Sir:

We haVe examined the Statement of Claim for Reimbursement of Agreement
Number 1234-56 awarded to Anytown Summer Food Program, a sponsor under
the 19 Summer Food Service Program for Children, for the period June
27, 19 to September' 2, 19 Our examination was made in accordance
with the "Standards for Audri.7 of Govefnmental Organizations, Programs,
Activities and Futittions," issued by the

of
General of the

United States, and the U.S. Department o4 Agriculture Audit Guide Number
8270.6 dated February 19 . It included tests of the accounting and

wprogram records, site visits, and such other auditing procedures as we
considered necessary in the circumstances. 1/

The scope of our examination was limited to the financial and compliance
element-of the "Standards for Audit of Governmental Organizations, Pro
grams, Activities and Functions" and did not include the eleveas of
economy and efficiency or*programrestilts(..

.

The accompanying "Audited Statement of Claim" and supporting schedules
sets forth a total $ of recommended -coat adjustments.-The final
determination as to whether such costs are allowable, under the.program
will belmade'lay (name Of State ag4pc0 and the Foo<and Nutrition Ser'
vice, USDA. 2/

In our opinion, subject to the effectso if any, of the ultimate resol
ution of the recommended cost adjustment discussed in the preceeding
peragraph,.the accompanying "Audited Statement of Claim" presents fairly
the ampunt,of reimbursement that the sponsor is entitled to for the
period June 27, 19 to September 2, 19 .

We have allo reviewed the sponsor's ccemPliance with regulations as they
apply to this program. Specific comments are presented in Exhibit F-of
this !report.

,

This report Ft intended for use in connection with the,program to which
it refers and should,not be used for any other purpose.

(Accountant's Signature)

,1/ here the auditor should add a paragraph explaining the nature and
extent of site visitsmade.. The auditor should also refer, to the

0- 4
30:
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ATTACHMENT 3
PAGE 2 OF 2

compliance section of the report. where he or she sets,forth any operational
deficiencies noted during site visits as well as corrective actions taken.

The auditor must state in the report the amount of any adjustment
recommended whether or notsuch adjustment is-considered material.
This applies, to all reports, including those reports where an un
qualified opinion is being rendered.



ANYTOWN SUMMER FOOD PROGRAM
e Agreethent Number 1234-56

1978 summer Food Service Progrm for Children
ludited,Statement of Claim

For the Period June 27, 19 to September 2, 19

Program Costr.

Cost of meal service (Exhibit B)
Admintsttative costs (Exhibit D-1)

Total Prdgram Costs

Program Funds Received

$ 416,683

32,501

`Start-up funds

,

3,000
Advance funds ' 1'0,000

Claim for Reimbursement - June 1978 12,081

. Clai'm-for Reimbursement, - July 1978 258,839

lother-incdme (i) t -0-

/.-,
To;41 Program Funds Rece ived.

,Program Funds Due f;om the State,Department
'of Education

(1) Any income which accrues to the program shall be
fuide received. \

4%

ACHMENT 3
EXHIBIT A,

451;184

283,920

included in the
i

0
1

ti .
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(On Site Pr paration)
ANYT014N SUMMER .00D PROGRAM ,

" Agreement Number 1234-56
19 Summer Food Service Program foi Children .

Scgeduleof.Meals Served and Cost of Meal Service
Fo, the Period June 27, to Se ember 2,

ATTACHMENT 3 ,

-EXHIBIft B

Meal 1}pe
Meals Serve Breakfast . Lunch Supplements Supper -Total

June 27, to June 30, 3,980 _ 13,827 8,740 125

1,050

' 26,672

1384,4901, to July 31, 645873 217,284 1014283*July
, .

August 1,' to September 2, 58L5E 1222914 *21E221, 750 347,615

Totals of meals served as reported
by Sponior on Claims fol.
Reimbursement -127,360 "424,195 205,297 1,925 758,777 '

Less meals disallowed based upon
meal. violation ,notices received

from the State Department of
Education (251) - (2,336) (710) (150> (3,447)

Less meal adjustments made by
euditOr for sponsor program
violations (Net df State
Disallowande notices) (116) 0,217? (501) (210) (10

Net Meals Served 126,993 412,642 204,086 1,565 745,286

. , 4 '
Cost-of Meal Service - Maximunaates

Net meals served' 126;993 412,642 204,086 1,565 745,286

Cost per meal (maximum rate allowable'
by USDA minus administrative monies) .475* '.855* .2250* , .855*

Cost of Meal S ervice .$ 60,322 $.-352,809 45,'919 $ 1,338 $ 460,388

Labor
Facility
'Non-Food.

FoOd
Less meals disallowed_by ,State or adjusted by auditor 1/-

Ilet food Cost '

Cost of Meal' Service - Actual on Site

%;"

4 $382;873
7,690

. . . 375,183
.31,063

10,323

2,114

Cost of Meal Service
...'

$418,683
.

*Rates may be adjusted' by new regulatkons.
. , .

.
.

.'
1/

f

Food costmust be adjusted by the auditor t'S,.rellect all meals 4isallowed. For
the purpose of this schedule., we used the 13,491 meals disallowed multiplied
by'the sponsors.average meal cost of $.57.

33
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(Contracted Food Service)
ANYTOWN SUMMER FOOD PROGRAM
Agreement Number 1234-56:

19 Eutmer Food Service Proirop for Children'
Schedule of Meals Served and Cost of Meal Servicd
For the Period June 27,'° to September 2,

ATTACHMENT 3
EXHIBIT C

C

Meal Type
Meals,Served S, Breakfast Lunch Supplements Supper Total

8,740 125 26,672

101,283 1,050 384,490

95,274 750 ,347,615

June 27, to June 30, 3,980- '13,827

July 1, to July 31, 64,873 217,284

August.1, to September 2, 58,507 193,084---.
repoYtedTotals 'of meals served as.

by Sponsor on Claims for

F.

Reimbursement , 127,360 95 205,297 1,925 ,758,777

Less meals disallowed based. upon
meal violation notices receilied,
from the State Department bf
-Education

\ . , ' ._

A i'
(251)

16

(2,336) . (710) L',(150) (3,447).

Less meal adjustments made by ,

.-

auditor for sponsor program ..

violationa.(Net of State 7)

Disallowance notices) '(116) (9,217)' 'OW (210) '(10,04W

Net Meals' Served .1211211:7 412,642 204,086 1,565, 745,286
.4

Cost of Meal Service Maximum Rates
' . .

'tNet meals served 126,993 412,642 204.0186 1,565 745,286
_ .

.
...

Cost per meal (maximum ratellowable - . ..:

by USDA'minus administrative monies) 447* .853* .2250* .A55*

Cost of Meal Service .$601,322. $352409 $45,919 11338 $460:388

I

`A

Breakfast
%lunch
'4-supplements

:Supper ,

Cost of Meal Service. Food Service Management Companies Invoice
CosE,Per.Meal '4 Meals Served Total

, $.46 126,993 $ 58,41?
.77 412.042 `' 317,734

086,

I
2025 204 44327-
.77 1,565 ' 1,205

'
.

,Cost'of Meal Ser'vic'e
0

tes subject to change per new regulations.

34r
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NYTOWN SUMMER FOOD PROGRAM'
Aiteement Number 1234-56

.:

1,9 SUmner Food-. Service PrograM.for Children ,

Statement of Budgeted Administrative Expenses,
and Actual AHNinist,rative Expenses

. .

,1 ,

/4.

ATTACHMENT
EXHIBIT D

-

Amt. Claimed Adjust- Over .(under)
Bu84eted, by Sponsor ments Actual 'Budget

,Management Salaries. 4 $ 5,600

MonitdCs Salaries. 9,700

CleriCal Salaries 5,100

Fringe,B efits 1 8691

Total Personnel Cost' $22,200

°Transportation 3,20d

/-
2,TOComMunication

.Office.Rental 2,600

I

Office Supplies .

.400

Office EqUipMent Hen* , 41,400

,. . 4411'
Auditing Feei Y 1,000......

. ,,

Other'Program Cost 500
.

.Total Non-Personn 1 I11122,

$ 5,600 $(400)./

9,604

5,250:

1,896 - '

$

$ 5,200 $(400)

9,604 (96)

5,250° 150

1,896 96

22 350 $(400) $21,9* 4(250)

.(325)-

(162) .,

(40)

2,575. 300 4/ ''2,-875

4

738 100 5/ 1,838

2,560 : 2,560

° .-387 - 387

1,412 - .1',412

.1,000. 1,000

It.,

479 - 479

10,151 400 10,551

2/

(13.

12 .§./.

,.. .

Total Administrative host $33;300 $32;501 $ 02,501- $(799)
.

b' 4

.54
a

. 4

A/ Management salaries improperly charged.-'

2/ -Employed a temporary employee for one eek because ofemergengy sick leave..

1/. State. Legislation increased the emplo ers' share of benefit cost.

4/',Transportation expense understated by sponSOr.

.5/ CoMMunication,expenee urlderstated by sponsor,'.-

. s

bi' FIKogram'require4:rentat of ,a copy machine.,

3 5'

4



41.
ATTACHMENT D3

EXHIBIT D-1..

ANYTOWN SUMMER FOOD -PROGRAM
Agreement Number 1234-36

19 Summer Food Seryice Program for Children
Calculation of Maximum Allowable Administrative/Costs
For the'Period June 27, 19 to September 2, 19

4

Calculation of Maximumllowable Administrative Costs:
1 -

Net Meals
Served Per

Meal Type. 9 EXHIBIT B

Breakfast 126,993

LunCh 412,642

-Supplements 204,00

Supper 1;565

Maximum allowable administrative costs

Administrative. Computed
Rate Per Administrative
eal Coit

.0350

.0675

.0175,s-

.0675

Administrative costs claimed by sponsor

Excesv4dministrative Costs Over

Maximum Allowable;

tr

$ 4,445

27,853

3,572

0

$35,976

/.

6

32°,501

-

m

fir

/ ..
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ANYTOWN SUMMER FOOD PROGRAM
Agreemeht Number 1434-56

19 Summer Food Service,Program for Children
Schedule of State Disallowapce'Notices

The State-agencyt_issued disallowance notices to the sponsor,

AnYtown'SumMer hood Program, as, follows:

ATTACHMENT 3
EXHIBIT E

DATE' SITE . . 'MEAL . NO.-DISALLOWED

ft 4
'7/5 Penny Street 4 Lunch 816

7/7 .../ prac Church Supplement _710

a
, 7/12 >Pine Street Breakfast . 251

,

7/20 4Grae Street Supper 150

8/3
1

Camden Hall Ludch #'414

.
*

8/17 Pine Street 4 Lunch 731

--..
8/18

-
P Lakeside_Elenientary\---.Lunch -.. ir 375

---,,;-,

lTot Meals Dill dTotal' eas saowe 3,447 .'"

, .

,,1, Breakfast" Lunch- Sigplementt luos 1

___

251 2,336 710 15' = 3,447

4.,.

`a.

J.



ANYTOWN SUMM ER FOOD PROGRAM
Agreement Numbe 1234S6

4 19 rSrmer Food Seryice-Programfor Childre n
Summary of Compliance with Federal Regulations

and Program Guidelines
For the Period June 24, to September 2,

'ATTACHMENTA
EXHIBIT F
PAGE 1 OF 2

4

J

GTERAL

.The Summer Food Programmes approved by-the State of
to 'sponsor the Summer Food ServiCe Program for Children

by Agreement Number..1234-56-, dated June 1, . The purpose Cf
the program was to provide nutritional help to children,who would
otherwise be deprived of the food assistance they would normally
receive, at other times of.the year under the National School Lunch
Program. Food was served to children at sites organized and opergted
by Anytown Summer Food Program in areas in which pobi economic con

', ditions existed.

4 SCOPE

Our examination was made in accordance with the "Standards for Audit
Of Governmental Organizations, Programs, Activities and Functions;
issued'by the Comp,tr011er General of the United States, and the,'
USDA audit guidi for,the Summer Feeding Program and accordingly' ,

included tests of the accounting and program records and such other
'auditing procedures as we considered necessary" in the circumstances.

The scope of our, examination Was-Iimited to the financial and coM'.

''pliance element of the Comptroller General's standards and did not
include the elate:its of economy and efficiency or program results.

As a art of our examination, we performed tests in accordance With
416 compliance testing 'procedures as set forth in the U.S. department
'Of Agriculture Audit Guide Number 82.70.600ddled February 1978.

EXIT CONFERENCE

An exit conference was held at Anytown Summer Foodt.program, 100
Main Street, Anytown, USA,on October 10, .,Wending were:

For the Sponsor

,(Name, Title),
C)

For the Certified Public,Accountant

(Name)-

38
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AUDIT OBJECTIVES '

The following were the principle objectives of our

/

dit:

O

ATTACHMENT 3
EXHIBIT F.

PAGE ,2 OF 2

1. -To evaluate the system of internal'controls to assure in-,
___tegrity of, accounting records'ind'compliance with,program
,regulatipns.

2. To determine that the sponsor Complied with pikpcurement
provisions of the program regulations.

r"

3. To determine that procedu res provided effective controls
t-oyer cash received.

To determine that meals reported by the sponsor as served
to children are supported by site reporti from all properly
approved and operating food service sites, signed by the
site supervisor

5. To determine that documentation was adequate to support.
all food costs reported on the claims for reimbursement.

. .

6.: To determine tha:t. labor costs were adequately documented.

7. To determine that administrative costs were incurred solely
for Program operationS and were eligible for reimbursement.

INTERNAL ACCOUNTING AND ADMINISTRATIVE CONTROLS

The objective of internal accoutiing.and administrative control
is to provide reasonable, but not absolute, assurance as'to (1) ac-
curacy of records for preparation of financial reports, and (2) ot..in-
pliance with regulations and guidelines.

In our opinion, the internal accounting anti administrative control
procedures were in general agreement with procedures prescribed
in Federal Regulations and the Department of Agriculture guidelines
except as follows:

'Anytown Summer Food Program

1. ':Finding

0 Recommendation:

Sponsor's Comment:

Impact on Claim:

(Additional findings used same format.)

/ $,

. ti

(Accountant's, Signature)



Dear Mr.,

SAMPLE ENGAGEMENT.LETTER

>

S.

ATTACHMENT 4
'PAGE 1,..OF 2 'O.,

This letter will confirm the verbal understanding as to.our examination
of your olai6 for Federal reimburse for your Summer 19 op ations-
under the Summer Food Seridce Pragra or:Children. 7.

Our examination will be conducted. in *accor once with stapdardsr4le e ped
by the-U.S. General Accounting Office fOr audits,bf Governmenss14 rograms,
and the USDA Office of Audit audit guide, The' examtnatio include."---=, 1

. A

'1. A determinatjbn whether costs claiMed'for ieimbursem nt are son
able,-allowab1e and allocable to the program. Where a ropriatey
we will make adjustments to costs clglmed. 4

,0
durV

2.* A study and evaluation or the system of internal control.

3. A determination that you have an opeketional system to asstae-.
'compliance with pres125 regglAtions and guidelines.

. .

4

4. The.preparation of an auditAkeport suitable for submission wIth-
a your final claim -tor reimbursement.

1.4

. .

We will prepare a management letter on our evaluat14 of your system/of
internal control. The letter will be submitted to you within two weeks ''

s.aftler the program commences and observations cdrerning
the system of internal control will be44t141 at that time. ,-.

$

Our examination will evaluate the fairness of, your claims for Federal .

reimbursement but it is not designed to uncover fraud or misappropriation *
of fundk, although if such irregularities do Rxist, the-examination may
disclose them.

. N
Our fees for this examination will be contingent upon the actual manhours

.. v,spent by our staff members at the going rates-for comparable servtdes,,,
. ,.
as shown below:

Junior Accountants

Semisenior Accountant's,

Managers
4

Principle

Junior 'Pa

'Senj.or,Partners

RANGE

FROM TO'

$' 00

,

40
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'ATTACHMENT 4
PAGE,2 OF 2

ReAsonable'expenses,incurred,by us in the performance of the audit in-,
cludine but not limited to travel", typing, postage, printing, etc., shall
bg bilIe,(Pto you.

In prder for us to work as efficiently asoOssible, it is understood that
your staff will maintain the basic accounting 'records, including site
supervisor reports, summary of site reports, and documentation to support
administrative expenses.

It is also understood that for a period of three years after the audit,
the workpapers of our auditing firm will be made available for Quality ....0.

PeerReviews by the U.S. Department of Agriculture.

Our, examination shall be completed and our report submitted to you by
1978.

Sincerely,

Smith & Smith Co.

Accepted by

O

Date

V'

41



SAMPLE MANAGEMENT LETTER

Anytown Summer, rood Program
100 Main Street'.

Anytown, USA

Dear

A study and-evaluation of your summer program's accounting system
and internal controls have been made in accordance with generally
accepted auditing. standards and audit guidelines prescribed in the
USDA audit guide No. 8270.6, dated February 1978.

- .ATTACHMENT 5

(must be-submitted
within,two*ekS
after commencement
of, program)

In our opinion, the internal accounting and adminiitrative control
procedures are, in general agreement with procedures prescribed by
the Summer Food Service Program Regulation' and the requirements

of sectio'n 9.1 of the U.S. Department of Agriculture's Audit Guide
for the Summer Food Service Program for Children, dated February
1978, except as follows:

Sincerely,

11

Smith.and Smith Co.

Accepted by

Date
.0

L

11

a.
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DIRECTORY OF OA REGIONAL OFFICES
AND RESPONSIBLE TERRITORIES

Regional Director
Northeast Region
U.S. Department of Agriculture
Room 422 Federal Building
Hyattsville, Maryland 20782
Telephone; .A/C 301/436-8763

Regional Director
Southeast Region
u.q. Department of Agriculture.
Rm. 900, 1447 Peachtree. St.,
Atlanta, Georgia 30309
Telephone: A/C 464/25723675

Regional'Oirector
Midwest Region
U.S. Department of Agriculture
1 North Wacker Drive, Room 800
Chicago Illinois 60606
Telephone: A/C 312/353-1352 -

Regional Director.
Southwest. Region

U.SA Department of Agriculture
Federal,Building
101 S.,Main St., Room 324

Texas 76501
Telephone: A/C 817/736-1311

- , .

Regional Director. -

Great Plains.Regior(..
U.Sylpepartment of Agriculture
P. O. Box 205
Kansas City; MiSsouri..64141

lephote: A/C 81E026-6617

.>.,Regionat Director!

Western Region t

U.S. Department. of Agriculture
Room' 522; 555-Battery Street'
Snil-raticisci),: California ,

415/556 -4244

a

ATTACHMENT 6

Connecticut, Delaware, District of
Columbia, Mane, Maryland, Mepsa
chusetts, New Hampshire,$New Jersey,
New York, Pinnsylvania, Rhode

. Island, Vermont, Virginia, West
Virginia, Puerto Rico, and the
Virgin islands

Kentucky, South Carolina, North
Carolina, Florida, Georgia, Alabama,
Tennessee, and Mississippi

Illinois; Indiana, Michigan, Ohio,
Wiscon'sin; and Minnesoti

Louisianaf Texas, Oklahoma; New'

Mexico, and Arkansal.

.Missouri, Kansas, Nebraska, Iowa,
Colorado, Montana, North Dakota,
South Dakota, Utah, and Wyoming-

_ -

California, Idaho,-Nevada, Arizona,
Oregon,: Hawaii, Alaskl,01shington,
Trust,Teriitories of the Pacific,
and Territory of Guant

43
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DIRECTORY OF FNS REGIONAL OFFICES
AND:BESPONSIBLZ TERRITORIES

New-England Regional Offid, FNS-
U.S. Department of Agriculture
34 -Third Avenue

Burlington, Massachusetts 01803
617/23-0681

Mid,- Atlantic Regional Office,. `FNS

U.S. Department of Agriculture
One Vahlsing Center
Robbinsville, New Jersey 08691
609/349-9000 x284 r"'"'

-

.Southeast-Regional Office, FNS
-U.S. Department of Agriculture
1100 Spring Street, 11:14.

-Atlanta, Georgia 30309
404/257 -4911

Midwest Regional Office, FNS
U.S. Department of Agriculture
536 South Clark Street
Chicago, Illinois 60605'
217/35316664

Southwest Regional Office, FNS
U.S,. Department of Agriculture
1101 Cotmerce Street
Dallas, Texas 75202.

512/749-2391

Western Regional Office,. FNS
U.S. tepartment of Agriculture
550 Kearny Street
San Francisco, California 94108
714/556-4939

7,

Mountain Plains Regional Office, FNS
U.S. Department of Agriculture
2420 West x 26th Averitte

Denver, Colorado 80211'
-'.103/327,-.5339

.

ATTACHMENT 7

Am.

Connecticut, Maine, Massachusetts,
New Hampshire, Rhodd Island,
and Vermont

Delaware, District_of Columbia,
. Maryland, New Jerse'Yk New 'York,

4--

- Pennsylvania, West Virginia,
Virginia, Puerto Rico,'and the
Virgin Is -lands

Alabama, Florida, Georgia,
Kentucky, Mississippi, North
Carolina, South Carolina, and
Tennessee.

Urinals, Indiana, Michigan,
Minnesota, Ohio, and Wisconsin

'Arkansag,1Louisiana,,New Mexico,
Oklahonia, and Texas

. .

,Alaska, Ar
Hawaii, Id
.Washington
Guam, and.

,1

izona,

aho, Nevada, Oregon,
, American Samoa,
Trust Territories_

Colorado, Iowa, KanSas, Missouri,
.Montana, Nebraska, North Dakota,
'South Dakota, Utah, and Wyoming
5

6 U. S. 00111.111ililliT PRIMING oftici 1476 710-303/3401
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